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To Whom It May Concern,

We have been directed by China Steel Corporation (the “Company”) to arrange the
mailing of all documents that are published in Taiwan, the Republic of China, and remit
the attached material to you, pursuant to the Company’s exemption from registration
under the Securities Act of 1934 (the “Exchange Act”). This mailing service is not a
legal service from Citibank N.A.

Attachment:

e The important resolutions made by the 12" conference of the 11" boards of
directors of the Company

e The important resolutions made by the 11® conference of the 11™ boards of
directors of the Company

e Updated Forecasted Financial Statements for the Year Ending December 31,
2003

Sincerely,

|
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Rhonda C.Lee [
Vice President, Account Management gl /
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China Steel Corporation Announcement

The important resolutions made by the 11" conference of the 11" boards of directors
of the Company _ Aug 27, 2003

Subject:

The board of directors has approved the participation by China Steel Corporation in a
global offering whereby the Ministry of Economic Affairs of Republic of China, a
shareholder of the Company, shall sell depositary receipts representing certain of the
common shares of the Company held by it.

Statement:

. The MOEA intends to sell, pursuant to the “Measures on the Offering of
DRs Representing Common Stock” of the Company, DRs representing up to
1,203,197,000 shares of Common Stock held by it in the Offering. The
actual number of DRs to be sold in the Offering shall be set forth in the DR
purchase agreement and the DR depositary agreement to be entered inio in
connection with the Offering,

2. The Company proposes that the Board authorizes the Chairman or any
person designated by the Chairman to make any amendment to the actual
plan, terms and condition, and other relevant details of the Offering that such
person may deem necessary in accordance with the instructions of the
regulatory body or in view of then current market conditions.

3. The Company proposes that the Board authorizes the Chairman or any
person designated by the Chairman to negotiate, approve and execute, on
behalf of the Company, all agreements and documents and to deal with all
necessary matters relating to the Company’s participation in the Offering.

4. It is contemplated that all expenses incurred in and resulted from the
Company’s participation in the Offering (including but not limited to fees



and charges incurred by underwriters, legal advisors, accountants and
financial advisors and any other relevant expenses) will be borne by the
MOEA.
Subject:
The board of directors has approved the financial statements for six months ended
June 30, 2003.

Statements:
Revenue: NT$ 62,541,406,000

Net income after tax: NT$ 18,210,852,000
EPS after tax: 1.98

China Steel Corporation

Y.C. Chen

Executive Vice President




China Steel Corporation Announcement

The important resolutions made by the 12 conference of the 11" boards of

directors of the Company

0.
Subject:

Dec 192003

The board of directors has approved the Company’s financial forecast for year 2004

Contents:

Balance Sheet:

(in thousands of NT$)
current assets
long—term investments
fixed assets (net)
other assets

Assets
current liabilities
long-term liabilities
other liabilities

Liabilities
capital stock
capital surplus
retained earnings
unrealized valuation

losses on long—term
equity investment
cumulative translation
adjustments
net loss not recognized
as pension cost
treasury stock
Stockholders' equity

58,038,053
42,865,168
105,674,237
3,954,156
210,531,614
24,620,733
12,183,000
9,067,096
45,870,829
98,828,127
865,806
66,685,404

-525,5935

94,416

-15,647

-1,271,726
164,660,785



C gt

Income Statement :

(in thousands of NT$, except per share amounts)

revenues 128,871,529
costs of revenues 84,855,263
gross profit 44,016,266
operating expenses 5,180,313
operating income 38,835,953
non-operating income 4,835,525
non-operating expenses 1,646,478
income before income tax 42,025,000
income tax 9,147,437
net income 32,877,563
earnings per share 3.37
0.
Subject:
The board of directors has approved to invest in preferred shares of TaiGen Biotechnology
Corporation.
Contents:

The board of directors has approved to invest in preferred shares of TaiGen Biotechnology
Corporation .The investment period is 6 years, and its annual dividend rate is 8% based
on par value. Total transaction price is up to NT$300,000,000 for total units
20,000,000 and per unit price NT$15.0.

China Steel Corporation

Y.C. Chen
Executive Vice President
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English Translation of Financial Statements Originally Issued in Chinese

CHINA STEEL CORPORATION

UPDATED FORECASTED STATEMENT OF INCOME
(WITH COMPARATIVE HISTORICAL DATA)
(In Thousand of New Taiwan Dollars, Except Earnings Per Share)

Forecast—2003 Historica)l Data
Updated Original 2002 2001
Amoust n Amount % Amount %, Amount Y
REVENUES $128,562,818 100 $113,365,588 100 $ 99.939,846 -100 § 85,101,266 100
COST OF REVENUES 82627853 _64 73,000,152 _64 75.111.810 _73 73223833 _86
GRQOSS PROFIT 45934965 _36 40363436 _36 24.828036 25 11877433 _l14
OPERATING EXPENSES
Selling 2,065,042 2 1,814,876 2 1,815,948 2 1,602,713 2
General and administrative 2,175,800 2 2,110,432 2 1,818,975 2 2,030,550 2
Research and development 907,158 __ - 906,741 __ 1 819497 _ - 850640 _ 1
Total operating expenses 5.148000 _ 4 4832.049 __ 3§ 4454420 _ 4 4483903 _ 5
INCOME FROM OPERATIONS 40786965  _32 35533387 31 20373616 21 7393530 __9
NON-OPERATING INCOME
Interest 119471 - 193,769 - 238,543 - 660,107 1
Investment income under equity method 5,318,305 4 2,532,000 3 2,566,906 2 - -
Other investment income 328,691 - 201,000 - - - 4,093,740 5
Other 430768 _1 - 364158 _ - 683378 _ 1 969223 __1
Total non-operating income 6197235 _ 35 3290927 _ 3 3488827 _3 5,723,070 _ 7
NON-OPERATING EXPENSES .
Interest 1,387,153 1 1,691,243 1 2,212,246 2 2,732,813 3
Investment loss under equity method - - - - - - 1,623,266 2
Other investment loss - - - - 329,534 - - -
Other 597,047 _ 1 593.071 1 624849 __ 1 353,722 __ 1
Total non-operating expenses 1984200 _ 2 2284314 2 3166629 __ 3 470980y __6
INCOME BEFORE INCOME TAX 45,000,000 35 36,540,000 32 20,695,814 21 8,406,799 10
INCOME TAX _._873108 _ 7 7364000 _ 6 3856734 __4 947,049 __1
NET INCOME $ 36268911 28 $20176000 _26 §.16839080 17 § 7450750 9
BASIC EARNINGS PER SHARE
Before tax $4.80 $3.88 $2.24 $0.88
After tax $3.87 $3.10 £1.82 $0.78
DILUTED EARNINGS PER SHARE
Before tax $4.79 $3.87 $224 $0.88
After tax $3.86 $3.09 5182 $0.78
PRO FORMA INFORMATION AS IF THE
CORPORATION’S SHARES HELD BY
SUBSIDIARIES WERE ACCOUNTED FOR .
AS INVESTMENTS BUT NOT TREASURY
STOCKS:
Net income § 36427077 3 _29.176.000 $ 16983408
Basic eaming per share
Before tax - $4.77 $3.84 $2.23
After tax 3383 $5.07 3182
Diluted earnings per share
Before tax $4.76 3383 28
After tax $3.84 $3.06 5182

The accompanying summaries of significant accounting policies and basic assumptions on updated forecasted financial statements are an integral part of
this statement.
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English Translation of Financial Statements Originally Issued in Chinese

CHINA STEEL CORPORATION

UPDATED FORECASTED STATEMENT OF CASH FLOWS

(WITH COMPARATIVE HISTORICAL DATA)
(In Thousand New Taiwan Dolilars)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Depreciation
Amortization
Deferred income tax
Provision for (reversal of) allowance for bad debts
Provision for (reversal of) allowance for loss on
inventories
Investment loss (income) under equity method
Investment loss under cost method
Loss on disposal of properties
Cash dividends on long-term investments under
equity method
Gain on disposal of investments
Exchange loss (gain) and amortization on forward
exchange contract
Changes in operating assets and liabilities
Notes receivable
Accounts receivable
Other financial assets - current
Inventories
Other current assets
Accounts payable
Income tax payable
Other payables
Other current liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Increase in short-term investments
Increase in long-term investments
Proceeds from disposal of long-term investments
Acquisition of properties
Decrease (increase) in other assets
Decrease (increase) in pledged time deposits

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Cash dividends
Increase (decrease) in commercial paper payable
Increase (decrease) in short-term bank loans

payable and overdraft

Decrease in long-term debts
Purchase of treasury stock
Decrease in payable on properties purchased
Increase (decrease) in bonds payable

Foreecast—2003

Historical Data

Updated Original 2002 2001

$36,268911  $29,176,000 § 16,839,080 $ 7,459,750
11,036,313 10,601,546 11,335,753 11,954,277
322,375 322,018 401,733 648,429
362,455 - 512,750 354,706 ( 107,786)
- - 1,260 ( 615)
- - 33,836 ( 241,685)

( 5,318,305) ( 2,532,000) ¢ 2,566,906) 1,623,266
- - 597,214 -

30,331 42,388 64,678 43,865
1,638,771 1,500,000 1,343,998 148,894

( 328,691) ( 201,000) ( 239,669) (  4,081,649)
- : 5073 ( 33,141)

( 268,667) ( 79,850) ( 233,648) 182,633
( 807,923) ( 260,300) 172,607 ( 87,424)
(  269,129) ( 269,129) 88,567 20,391
( 781,524) 1,000,000 2,869,309 934,393
( 358,763) ( 27,872) ( 256,507) ( 847,969)
45,539 ( 490,250) 650,182 19,680
2,913,022 4,477,411 3,730,522 ( 3,339,555)

( 546,533) ( 330,000) 777,243 ( 1,250,553)
323,300 - ( 176,119) 234,912
44.261.482 43.441,712 35.792.912 13.280.113

( 9,923,893) ( 3,460,868) (  7,305,143) ( 917,378)
( 5,510,313) ( 5,315,963) ( 1,148397) ( 2,617,955)
9,641 - : - -

( 6,315305) ( 6,086,425) (  6,534,741) ( 5,738,543)
- 204,649) 35057 ( 1,622,360)

- 1,500,000 1,300,000 ( 600.,000)
(_21,739.870) (_13.567.905) (__13.653.224) (_11,496.236)
( 13,042,015) ( 12,107,446) (  17,166,275) ( 13,180,003)
( 146) ( 562,081) ( 1,844,905) 1,750,333
( 224,688) ( 1,915,000) (  5,138225) 3,014,880
( 2,985,045) ( 2,979,100) (  2,710,517) ( 2,546,834)
- - - ( 1,905,059)

- - 637,539) ( 4.202)

(  9,200,000) ( 4,200,000) (  5,850,000) 238,000
(Continued)
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NET INCREA"E (DECREA‘ F) IN C ASH AND

English Translation of Financial Stateiénts Griginally Issued in:Ghinese ™ ‘ro i’ 1o 2o

Compensation to directors and supervisors. . oo (8e ;4,8,?13)
~Net increase-in cash resulting from purchase of -~ - - BV
forward exchange contract - - 2,210 . 38,478
Transfer of treasury stocks to employees 1,807,066 1,807,500 — "

Netcash used mfnancmgactwmes N (_23.689417) ( 1\9,999.173)”( 23372 897)( 12,643320)

E SR A NPT PO oy espatt o oo

atE]

CASHEQUIVALENTS T 1167,805) 9874634 ( 1233zo§)(

CASH AND CASH EQUIVALENTS BcGINNING

ADJUSTMENTOFLONG TERM INVESTMENTS S
IN2002 L e 1,711,963

#'CASH A"ND CASH hQUIVALENTS END or YEAR g&@w 5 17:110,406 'S

SUPPLEMENTAL INFORMATION : IR ik
Interest paid (excluding capltahzed mterest) $ 1,848,437 § 2, 074 427 $ 2,478479 $§ 2,952,306
.. Ingome tax paid e TR vew Dot £y 3»21_7“5_89 “oag 27 178210 4,394,390

NONCASH FINANCING ACTIVITIES
Long-term debts due within one year
The Corporation’s shares acquired and held by
subsidiaries accounted for as treasury : 1 S

$10,050,000 $ 12,185045 § 8,140,269

The accompanymg summanes of sxgmf cam accountmg«po'xu‘s dndr basic: "as.,amrtwns OB up St 'forecasted Jinancial
statements are an integral part of this statement.
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English Translation of Financial Statements Originaly Issued in Chinese .* . ; - . o "0 s

CHINA STEEL CORPORATION

ISR E B L

,TSUMMARY OF SIGNIFICANJ ACCOUNTING POLICIES AND

BASIC ASSUMPTIONS ON UPDATED FORECASTED FINANCIAL STATEMENTS

- (Amounts in Thousand of New Taiwan Dolldrs, Unless OtherW|se Stated) T

L]

e Pl u(\ ’: . : : ‘
The Corporatnon pubhshes 1ts ﬁnancnal forecasts, in compllance wnth regulatlons stlpulated by the ROC
Secuntles and Futures Commnssnon to prowde investors with infdrmation‘en future operat:o'ns T

BN N 4 ! Spieosn s ]
CIEROTL O mnigg P 1

On December 10 2002, the Corporation completed the preparation of its original forecasted ﬁnanclal
_ Statements for the year endmg December 31, 2003 (hereinafter, “2003”) based ‘on'the manégement’s best
assumptnon -estimates and evaluation of fumre operations. Due to changes in events. and tircumstances
and significant basic assumptions, on October 30, 2003, the Corporatloni updated the. 2003 forecasted
financial statements based on the management’s updated éstimates and evaluation of future operations.

T T"The updaFd basic assumptions stated heréin are those that management considers are material to affect the

=y; _rouginal forecasted financial statements.. There will usually be differences between the updated forecasted

“and actual results because events and circumstances frequently do not occur as expected and those
dlﬁ'erences may be matenal A AR
DL A SN TR i, Woaen e e
The hlsténcal data for the years ended ‘Décetber 31, 2002 and 2001 were excerpted’ from such years’
audited financial statements and were presented for comparison and reﬁe‘rer_\ee purposes.
(AR R A I

SR S R0 A A Y S A SO A S TSR T N 15,

_ B. IMPACT ON.THE OP;EBA.TION RESULTSFOR 077t v e
THE UPDATED FORECASTED FINANCIAL STATEMENTS

The comparison between updated and original forecast on gross profit, income from operations and income

wi:ibefore: mct)meaﬂxforZOOBassummamated asfollowsy tmmocns Ve T zmon v aRr e
:,.:‘ul?r'!',-!'!::;.‘;‘.:i 3902
~ Forecast Increase
Updated Original Amount (%)
Revenues $128,562,818  $113,365,588 $ 15,197,230 13
Cost of revenues 82.627.853 73.000.152 9.627.701 13 -
Gross profit 45,934,965 40,365,436 5,569,529 14
Operating expenses 5,148.000 4,832,049 315,951 7
Income from operations 40,786,965 35,533,387 5,253,578 15
Non-operating income—net 4,213,035 1,006,613 3,206,422 319
Income -befote income tax $ 45000000 3 36,540,000 8.4 0 23

The 2003 forecasted financial statements were updated mainly resulting from the change in the basic
assumptions to the following items:

1. Gross profit increased by $5,569,529
Revenues increased by $15,197,230 (13%), mainly attributes to the increase in demand of steel market

and product price. The Corporation anticipates that average unit selling price and sales quantities will
increase by 8% and 5%, respectively.




Cost of revenues increased by $9,627,701 (13%) mamly attnbutes to the increase in sales quantmes
unit pmce of raw wmaterials and. cost of s‘nppng expenses » wmch is: part of cost.forraw: materials

As analyzed and calcu]ated the gross prof' t ratio may remain the same, and accordmglyj Lhe gmss proﬁt
amount will increase at the extent of the increase in revenues.

[ DI e e i epi s
RIS LA N AR S A LSS SR L P TS RS DRI S L

Net non-operating income AuFaity

:Net -ron-opgrating: income . incieaszd by - $3;206,422 (319%),-mainly - attributes:<i¢: thé increase in

: investment acome of §2, 786 305 under the eqmty method based on the- mvestee“ updated forecasted

proﬁufor 2003.

'-'-The increase in-income before income. tax the numerator 3nd denommator used s ca!cu:}ate -earnings

; Dituted EFS-» = 5o

‘Less:” Dmdcnds to preferred N

per share are as follows:

‘Denominator
e .. (Thousar.d
2003 (Updated) Shares)
‘Net income -+ S $ 45,000,000 $36,’168;91 i :Weighied average of-issued corimoty: 2. T
Less: Dividends to preferred shares 110,452,324
stockholders 82,964 66,867 Less: Weighted average of treasury
Basic EPS stocks e e
Net income belonging to —Purchased by the Corpbration =5 6,235
common stockholders 44 9]7 036 36,202,044 —Held by subsidiaries 93,253

Effect of potential dilutive. ¢ i 2« Py stk o s o
shares
14% cumulative convertible
preferred stocks

PROTTOG D S GE T

25 7809.352,786

gt e i
T A1.762

- Nerincéme belonging to. o+ v
- eommon stockholdzrs |
. and. effect of’ potentlal

Vi

dxlutlve shares :

= “Denodsninator

2 sy Numeratir—Amouant: kD

T O SR 41 DT A I RNt : PRVEI VIS SR EWINE (Thousand
2003 (Original). Before Tax. _After Tax 2003 (Original) i _._Shares)
Net income . $ 36 540 OOOA $ 29 176 000 Welghted average of lssued common. .

- 9,397,354
stockholders - 4 Wx.lg!ﬁe@avérage of t'reasury' BRI

Basic EPS . - 2 o pli s & o ot irwars e oy stogksa i o inao
Net income belongmg to ’ —Purchased by the Corporat n.
common stockholders 36,456,246 29,109,125 —Held by subsidiaries ° o :
Effect of potential dilutive ) S 9,393,301
shares v aed nrdand oewh cown s
14% cumulative convertible
preferred stocks - couh 283754 0 66,875 - e . i n e L re s ¥ 747768
Diluted EPS

Net income belonging to
common stockholders
and effect of potential

dilutive shares $36,540,000 $29.176.000 —9.441,069

e

€



C SIGNIFICANT ACCOUNTING POLICIES

BT 00 e iR L D G s T s e gt b T o EI TR AL i
The forecasted financidl:staterhents bf the Corporatuon are prepared in conformrty wrth»the ROC Statements
of Financial Accountmg Standards No. 16 “Preparatron of Fmancral Forecasts and reasonable basic

' -

-)

f"'-':-‘.g »as*sumptmns SHTLRD e e SR sl St i i EEE R SRR TR

e

P I S R TETE! IRIRT] BRI R A P TR

The significant accounting policies are summarized below.
Use of Estimates T T L R

.55 The Standdrds reGuires managerent to: make estimates: and-judgments that affect the recorded  amounts of

niznl vassétsysliabilities, revenues and expense-of the Corporation. The Corporation- continually.-evaluates these

estimates, including those related to doubtful accounts, inventories, useful lives of properties, costs and loss
from lawsuits and pension. - The Corporation bases its estimates on historical experience and assumptions,
w.ivi > which: it-believes to be:reasonab_le. under the circumstance. Actual results may differ from these. estimates.
Assets and Liabilities Classified as Current and Nen-current
EOACE TRTATITRA S

At "‘Current assets include cash and other assets th&‘are reasonably expected to be realized in cash, or to be

=2 Conmsumed within orié year"frc)m the batance sheet date; otherwise are non-curfent asséts. Current liabilities

are liabilities that are reasonably expee)ted to: be liquidated within one year otherwrse are non-current
T2 iabilities. Rt - '

o

R I Y R TR Ry i

an g o it - TR C o
. i o vt :
-Cash equivalents represent commercial papers wnthm three months of matunty 3

- Cash Equ'ivaients

- Short-term Investments _— v s "

Short-term investments consist of bond funds and stocks listed on the Taiwan Stock _Exechange without
long-term holding intent and are stated at the lower of weighted average: cost or market- value. Loss on
declined market value is charged to income or loss when it occurs. - The“aflowarnce for mvestment loss is
created to account for the loss resulting from the excess. of total,costs over the market value While the
“friarket price is recovery, the allowance accourit will'be feversed to the extent of remaining balance. The
-+ u..<0st of sale of investment is calculated under the weighted average method. Market value represents net
1~ -assets value of bond funds at balance sheet date:or. monthly aeverage price of hsted stocks in the latest month

.of the period. . iizi:2:?! fod Mt

DY AT R

;Stock dividends recerved from mve,stee,s are not recorded as mvestment income but as an mcrease in shares.
Accordingly;the casry: yalue pey share-is recalculated on the basis of totally owned shares. -.Cash dividends

are recorded as mvestment income’forcurrent year, except for as a deductlon to 1ts original investment for
the initial investing’ year R ;

gt - v LER NI R

' Allowance for Doubtful Accounts

. ..‘The allowance for doubtful accounts is providéd on.the the evaluation of the-collectibility ‘of individual
 receivables.




i Taventoriest

.+ ‘equity: method-if ar investee’s snarket: vaiue “brzomtes higher dhan ook value pe:

Inventories cons:st of raw materials, supplies, fuel, finished products work in process, by products and
* construction”in - ‘progress. -~ Invenfories, except cnstrisétion ih progress ‘are ‘Stated at- ‘thie lower’ of total
i movmg wexghted average cost or market value Markei value represents nel reaiuab{e Vahre for ﬁmshed

......

materlals supphes ‘and - fuel Construction” pro_jems “gver oné year “aret reeognlzed ‘by the
percentage- of-completxon method, and construction in progress is valued by the costs mcurred p]us (less)
the estimated gain (loss). CERLAL gt Bamione

Fi

y PR S B B R U TN B
’ (ENERE IS S AT A

*Long:terin Invesiments in'shares 0f stock * 47

Long-term stock investments of which the Corporation owns at least 20% of the outstandmg votmg shares
or where the Corporation has significant influence on the investees are accounted for by the’ &quity method.
When the equvty method is first applied or when a stock is acquired, the difference between the carrying
* value of an investment and the proportionate-équity in the mvéstee is ‘amortized bver 1ive ye drs. If the
financial statements of investee cannot be obtained ifi“fime; iffe ‘Corporation”will' recognize inVestment
income or losses on related investments in the semi-annual financial statements; otherwise, investment
““"income or loss is'recognized in the same pericd’ Unrealized’ gams or lossesffom transactmns Wwith ifvestees
- and from transactions -between investeds ‘afe - eliminated. * Cash ‘dividends received 'frofh investees are
recorded as a deduction in the investment carrying value: Translation adjustments; .untealized:loss on
investees’ long-term investments and unrecognized net loss on pension cost are récognized proportionately
by the Corporation's sharcholdings. When the investee issues additional shares:bat the Ceiperation-iloes not
acquire shares at a ratio equal to its initial equity, the Corporation’s ownership percentage is changed. Asa
result, capital surplusis adjusted for the difference:between: the: ’e;my%ng valuesiof the: iavesimentsiand the
. Corporatlon’" equity in the.investees et 2 ..ssets,.. IF the carrying valueiisiessitnan equil, innet assets, the

-~ difference ‘is- zredited. to capital:suipluge: W thers ~ihg vatue-istimorgsthan equity: i netzassets, the

difference is debited to capital surplus or unapprop.a..d earnings while capital surplus is'énavailaple. If
the market prices of investees decline significanily and not temporarliy, the investment loss should be
recognized.as realized loss 4n the same year of the.dezline. - Suchr invastmient: willibe:reevaluated by the
‘shares!iThe difference
is-amiortized over five

“between the new. cost of the mvcstmcnt
years.

proportionate ‘equity insthes investe

COIEL L S

Other long-term investments in shares of stock are accounted for by the cost method. If certain evidence
indicates that the market value of investments has significantly declined, not temporarily, the decline should
"be recognized av- a:redlized investmesnt loss. | “The previous chrrying vatve less:the amicunt of write-down

* becomes the siew! cost basis forseehinvesimants, Casli divide: dsra. Jved fromyin'restes are recorded as a

deduction in the: investraentzcarrying ~aluc-for the Initial ycar;, ctiinrwiss; they are reccedec-as investment

income. Upon sale of investment, the cost of investment sojd i3 calculated under: the :wveighted average

method.

Properties and Leased Assets

N L e . . Lo . - . ) -
LR e e gEEe . SR 3 Do, O eresy P I T H
N i S SR T R N i ¢ V. [ A SR T A [oRI t, ST S e

Properties and. leased assels (under other assets) dre stated at cost or cost-plus apprecxauon Iess accumulated
depreciation.: . Interest expense-arising from the purchase or construction of: p'opemes 1s capitalized as cost.
-+ Major addmons, renewais and ’oetterments are ..dpltalxzed thle ’namteflance and: repa:rs are expensed

Depreciation of properties is provided by the straight-line method over service lives éstimated as:follows:
land improvements, 10 to 40 years; buildings and improvements, 5 to 60 years; machinery and equipment, 3
© to 25 years; transportation equipment, 3 to 25 years; miscellaneous equipment, 3 to'10 years. ““Depreciation
on appreciation is provided by the straight-line method over the: remaining :service lives of the revalued
assets. When a property reaches its original servxce life but is still in use, its residual value is written off
over its reestimated service life.

10 -

e



Depreciation of machinery and equipment leased to the Corporation's investee (under other assets—leased
assets) is calculated by the working hour method.
Corbeyrs PR IVRNCE SETIR DRI AR I
Y Upon, sale pr dtisposal of prop,emes the related cost apprecratlon and accumulated deprecratron are removed
! Afrom the acgounts. | Gams or losses are;credrted or charged to current income. Before 2000, any such gains,
-net. of applrcable,.mcome tax, are, transferred to,caprtal Surplus at. year-end and the accumulated amounts

) ; ' were T transferred to retgtmed earnings under, the fesolutlon -0f 2002 stockholders meetmg

:i. TG SR TH N LIS TR Y) Sl B VR BT AL P
Unamortlzed Repair Expense

L

Unamortized repair expense refers to the
method over five years.

srade a2 hnnea T AR R TR . e A

.,-Ef r._eas.!ioﬁ.stock ¥

PP A S qx:j'r'

;l" he Cm:pox:atron s outstandmg shﬁres acqurred by ttself are: recorded as treasury stock whrch 1s stated at cost
and is. presented asa deductron of stockholdqr s equity.

HIPR O

LA (S A A RN oot

e AN MR N
2 ;V i éffectfve 2002 the Corporatron s shares pcgurrqd and lteld by subsxdranes are accounted for as treasury

s m,t;toc;k ad_nrsted from the long-term inmvestmentsy at the carry: valpe (recorded as short- term -or long—term
- wzojinvestments by subsidiaries ) asofJanuary 52002, 1. o RN it SE e

CLALTOPTOT ST G0 o 8T e Ll R N T P (VTR § et
230 Revenue: ‘Recognition: s sz 1u: Loesuedt e oo rzf;;‘."' O 1 1A DU TS IO L B
IR VR s L T A B L R T AT T D R DT T L LN lt fiarsaisini T ol s e B b ’

o meeverauesfare/ recogrwzed whien: Aitlss: to products and.risks!of ownership are atrangferred to customers
: ,,,J‘.d:omestrc wiles ~ whisnproduetssarg out-of the Qorporation’siprentises-for delivery,to customers; €xports -
45 z1owhen. produets are loaded .ontozvessels. ublkeonat; for sales: retumns and discounts. are: estrmated based on
ai-probability. cisleroz fetiqes siidy agpimies Luisi v tqrsn: 10 200002 08 Gue b U :
Lngroneer goo hae ghrsuiio g aniisel sosinysd i
+;j Salesiare measured by.fair value!which is a.price, (riet of tradedisccunts and sales dxsceunts)a agneed by the’
g ,rCorpOratroa' and consumers!-cHowever;'while the related- receivable is, due within one yeary the difference
- between -its -present: valie: and receivable: amount. is: immaterial .and. transactions arerfrequent the: npresent
value of related receivables are not calculated by drscountmg imputed interest rate.

.
Gipedr zerd ""T'—"' SITEDTH B

u'\

i Eav:PensionW' cudizesaes wdl od ot Benont s wa oo e e
e abmrorpast onbenilion 2ol et s 2 v e iR BT e R e an

S Pensron costs: arern:eeogmzed,on thea.baers of-actuasial calculations. The drfference between the: actuanal

s .  pension costand itsicontribut jon to:pertsion funds isrecerded:asiacerued pension: liabitity: Unameortized net

. .. transitioniassets and -actyarial.gains orloss dre; amertrzeé QVer: .111. years rand- the average temaining service
oo life of existing envployeess sespectivelye 1 urrzover 1o mos 0 o owv 10 2a s s L

k

Income Tax
Y A N LT
Income tax is provided on inter-period allocation basis. Tax effects on deductrble temporary differences are
=i recognized as)deferred income-tax :assets. . Valuation allowance is provided for deferred tax assets with
o @ uncertain-realizability. Fax effects-of taxable: temporary differences arg recognized as deferred tax liabilities.
LrneT Deferred:itax. asset or liability is classified as cygrent.or noneurrent deperiding on the classification of the
related asset or liability for financial reporting. But if the deferred income tax asset or liability cannot be
related to an asset or liability for financial repomng, the classification is based on the expected reversal or
i realization date of the temporary drfference T WS PE o Co

AR AS TRV ER I o 5 LGy v

The tax credlts from expendrtures for purchase of equipment, research and development, and employees
trammg costs are recogmzed as income tax credits- when those credrts are granted '

<11 -




Adjustments of pnor years’ tax liabilities are added to or deducted from the current year’s tax provision.

.Annual eammgs should ‘be approprrated under a res‘ol’uuon passe m the stockholders’ meeting in the next
- year, Under tax regulations, unappropriated eamings-are subject to 10% income taxes. Such taxes are
recorded as expenses when the stockholders resolve to retain the earnings. . R

F'()reign-cu'rréney Transactions SN

HYSI S

‘ 'Forergn currency transactrons except derwatlve f naneral msxruments are recorded ini- New Talwan dollars
at the rates of exchange in effect when the transactions occur. Gains or losses resulting florn-thé application
-of different exchange rates when foreigi-currency assets and liabilities are settled, are ¢eédited or charged to
" income in the year of settlement? -Onvthe balance sheet date, foreign-currency adsets 4rid-liabilities are
_ restated at the prevailing exchange rates and resulting adjustments are credited or charged to income.
“'Long-term investments accounted for by the cost method are adjusted as- translatidn“adjustment under
stockholder’s equity if the translated New Taiwan dollar amount is lower than cost; if hlgher no adjustment
is made. Those investments accounted for by the equrty method are translatéd ‘baséd o investees’
foreign-currency -financial- statements, .and the chgnge.in investment from, exchange, rate ;is shown as
* :.cumulatlve translation ad_)ustment under utOCkhOld@l. ,,qurt‘y -

CAL

: Derivative.Financial Instraments - G

" Forward °xchange transactions entered-inito as hedge for foreign-currency net assets™or nel liabilities are

."“tecorded in New Taiwan dollars at-thie-spot-rates on the date of each forward <ontiact:’ *Thé differences
o _between spot rates and forward rates are amortlzed over the period of each forward contract and recognized
>’ as" gains or losses. Year-end balahces " of - forward exchange contracts are restated at the prevailing
exchange rates and the resulting adjystments are credited or charged to income. Exc‘hgnge gains or josses
on forward exchange transactions éntered into as hedge for foreign-currency commitments are deferred as
adjustments to transaction, prices. If the adjusted transaction prices are over thejr mayket.values, the
exchange loss with excess amount is recognized when it occurs.

- resulttng‘balance is. prese'lted as € er_ currer;t assetsor lrablhty

Tetirstin '.;-'..‘53‘.-.: Sl E G g e

Reclassifications

the act,uai amount for the nine months

“ended September 30, 2003 and the forec')sted amount for, the tbree months f'orn October to December 2003.
The updated forecasted data are baséd on current market situation, operatron plans and the management’s
best estimates and assessment of future operations.

1. Statement of income

Sriy

‘,The ongmal and updated forecasted revenues and cost of revenues for 2003 .are summarized by
products as follows: Lot
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; Updated ] Original
o iy ol s o,/ QUADIY o UDEE oy : . Quantity, .. Unit. ...

TN

Revenues

NI UTIRTEANAL.

(Tons) . . _ Price .__Amount __ (Tons) Prrce ’:_Aniount

5orne an, TR ISR B Y S A ce o . I AR

Hot rolled coil and sheet 4,501,296 $10.816 § 48,685,009 4,425,000 $10.000 $ 44,251 413

Wirerod, plate and bar 2,967,318  11.582 34,368,775 72,635,800 >11.167" "

*29, 433 213

Cold rolled coil and sheet 2,641,440  15.213 40,183,852 2,528,000 13.857 35 029,819

wnieb v Other steel productsss o7 2 2291,950‘ [N 8334 52,031,469 e 251200 LA 31 LV 1886 423
gailg s By-prodictsiand yi coneel v fors e

RN N I ST L ST

o pomasteal products. oo ol At s e ay ],6.7?,285- I L T o . ]267 050
),Serques, and g others v on o 1,614428 . S gt 2 1,497,670
i Cpn y oy U I AR A i
,004. .. . Mb_—ﬁ;& =2.~3;Q,9L__Q ~ M
TR TR U O v 0 TN gt b

, ) - . .
(R I B j : ) Lo

Lewers Hotrdlléd coil and sheet: - o 1T "3_5$"6'.5‘67‘ $ 29‘360 176 % s $ 6.165" $'.‘27,ﬁ81',"181

Wire rod, plate and bar T 8 458 25,096,122 e 7787 ' 20,525,732
Cold rolled coil and sheet 9.172 24,226,469 8.684 21,953,767
Other steel products 5.694 1,309,346 - e . 005407 e 21,358,144
By-products and

. non-steel products, ,
Serv1ces,qnd other§ ity

ot
otaI co;t of revenues

"Revenue§ IO GG 290 eouRLen U

" foretast; rainty’ attﬁbutestéthe foﬂ"ivmg R e

Csiast s d . aiB60949 ey 0 1,191,595

Junr 0 ash ol detoan oo f . 689733

v
3 B PR S

;. 550& i
.13 a0l
;'rE 'tf REFN

HETIR 1 D TH AR LR NLS [T R L f-».' -

36%

BT (1R

Based on the current available sales orders, the market price for the fourth quarter of 2003 as well as

the* historical rectrdd in prévibirs year‘% “the’ Cor’ﬁbraﬁén‘ drfticipates’ that the sellitig bnces of main
steel products will be increased by 4%-P8% and the Gverage uhit selling price’will incréase by about
8%, as compared to the original forecast.

-
H b

Updated: forecasted revenues will increase by $15 197 230 (13%), as compared to the original

LULI b misias teesio :ri? o f.1_'tv. D ._;_r 73

1) Hot rolled coil and sheet N , e -
: @ OVTRRITEAR A DEZAS T LT A ST

The prices of hot rolled coil and sheet products will increase resultmg from the prosperity of

‘ ’ e ste‘ef ket The ' Coparatian’ aiticipafes’ the" anit’ seltihg" pnc’er ard sales ‘quantities ‘will

" ficteade by 8% ’and 2%' ?espéchVely, dnd res\ﬂting in’ the mcrease ?n reVenUes by $4,433,596

) (10%§1> Wbt e COSPRG LIT G el

oo Dt T IS A U WS S A O

2) Wire rod, plate and bar

The ‘Corporation anticipates that the sales quantities and unit selling pnce of these products will
" ‘incréase by 13% and 4%, réspectively;“resulting in ‘the mcrezise in revermes by $4,935,562
(17%).

3) Cold rolled coil and sheet

The Corporation anticipates the sales quantities and unit selling price will increase by 4% and
10%, respectively, resulting in the increase in revenues by $5,154,033 (15%).

-13-



4} Other steel products prenr ooy i

-+ b The unit-selling price of other stee!vpioducte will increase-by:18%:and sales quantities will
o decrease by 8%, reSpectlvely, resulting in the ‘nerease;in révennes;by $145,046 (8%).

LT e e a
N . b B P A S

b. Cost of revenues

S, e
N

Updated forecasted cost of revenues will increase by $9 627, 701 (13%) as compared to the original
- forecast mamlycattnbutes 1o the fo’lowmgs*- Saowni e : :

...‘ P

g e

- _.;,1) Raw materia]s R S PRI S

The updated estimate price of raw materials are based on the existing purchase contracts and the
future market price estimate. Because of increases in raw material ‘pricés, international
shipping expenses and sales quantities, the Corporation anticipates an increase in unit cost of
- $567 (17%) per ton of raw material, and résulting in-an increase in th= cost of raw material of
$7,237,463 £22%), as compared to original forecast., ' L

2) Direct labor I RN -E AR F 3 ST S

This consists mainly of employees’ salaries and-wages, bonus,. overtime’ pay, insurance and
pension The Corporation anticipaies an increase of $180,238 (4%), mainly attributes to
~-increase in. incentive bonus which. is: calcuafe( based on: seammgs {due; tpnncrease in updated
forecasted eammga) gorod Gaan adsh fvem anol ’

R A}
l;i.&

[ N R I i i Do R S0l ‘w (e

Do e A ""he manufarturmg departments -eshmab%d 2003 manufacturir/; xpenses,based on production
budgets, historical data, price level, persognel: p}arr;,x&ﬂdm dwtdvalwexpemses The Updated
forecasted manufacturing expenses for 2003 will increase by $724,372 (2%), as analyzed as
follows: i gt tyeetpa s {0

R a) Salaues and wages,

T . oo : . :

: SR Thh; cens tskmamly of salanes atid wages,bonus; avertlme pay-and-pension. Due to the

st .-ow - om cciincrease: in updated operating earnings, thé incentive bonus.willbe.increased accordingly.
Gty ;..fConsequently, smlar: Smnd«wages ars antsmpated\to mcrease by f,$411 655 (5%).

P 4 bohnra .

EISEI SR 16 Sl muhens 00

b) Varlable overhead

TR This consists:mainly of the costs of maintenance, fuel, factory supplies and utilities. The
o 1 /Corporation-ariticipates a increase of $254,258 (2%) based on the actual expenses fo: the.
e zvnme months,, ¢

HES S

c) Otherexpenses : S S S T S SR TCAONE O
Other expenses for 2003 are estimated based on the acfua] expenscs for the nine months
o ended September 30, 2003. The. Corporatlon expects no: slgmﬁCant change in such

. expenses. ; o

c. Operatmg expenses

T

Updated forecasted operatmg expenses for 2003 will. mcrease by $315 951 (7%), detailed as
follows:

-

-14-




1) Salaries and wages Tt iy endr]

o ur w3 This: cohblsts mainlysof salariés-and 'whges, borius, overtime pay, insurance and pension. Due
> 119 to” the increasevin updated ‘opetating earnings, the bonus Will’ increase accordingly. The
Corporation anticipates an increase of $152,074 (6%) in salaries and wages.
2) Variable expenses
I O LTt UU SR N § RS INP P I Y UL TR SN EE ST S MRS A A (VA
This consists mamly of the costs; of*commissions, *professmnask services, shipping and
maintenance. Commissions are antlcxpated to increase by $189,039 (43%) due to the increase
_ in sales, while other variable expenses are not expected to change significantly as compared to
the ongmal forecast :
%0 T P T v e T
3) Other expenses R
3 oseoss 3 ; R T T Y L T
- 'Other ‘expenses’ for 2003 are estimated based on the actual'expenses for thie nine months ended
September 30, 2003. ~ The:Corporation expects no:significant change in such expenses.

d. Non-operating income and expenses L i

CaTon e SR Interestmcome -and expenses ERUC R - LR N
K ),jz‘.'-';;'v::;'. /!.'z.;m R v EURIET) B TTU TR SN WRNRE OSSO
a1 TR WUpdated ﬁorecasted mterést expenses are:: based onvthe -average ou‘tstandmg balances of

short-term bank loans, long-term debts and bonds payable;.less ‘capitalized interest of about
$180,000, and are expected to decrease by $304,090 (18%) because the Corporation cancelled
its original plan to issue bonds of $5,000,000.-UWpdated forecasted interest income is
calculated based on the average balances of time deposits and commercial papers, and is
wsesexpected to decrease by$74,298 (38%) because-of thmdechne mxmterest*rates and the aforesaid
svcancetlation of ¢ mebcnd'tssuanuﬂ ERURREERE S

Ly CTELITE a PRI Yoluef e n

2) Investment income

Updated forecasted investment income consists of thevinVestment income under the equity -
method of $5,318,305 and gain on disposal of investment of $328,691. The updated
2t auly v forecasted: investment: incomesunder the ‘equity: method will: increase by $2,786,305 (110%) as
aifi s s comparéd with the: orginal forecast due:to better operation results of its investees, including
L YLEC:-and:CSEL; which-is: resuhing-from ther prosperity-of steel-and bcean shipment market.

The updated forecasted investment income under the equity method is based on the investees’ -

forecasted operating results as follows: bosfe v oleg
500 an i Lo 2 o Al st asiansisim by viany 0t 0 s Epvesteestio s el Investment
sy oY sarag oy Dl oot B T L 22T W8 T anunni 8 zaisNetTncomeéen s 11 % of Income

(Loss): - 'Ownership (Laoss)

China Steel Express Corporation (CSEC) 51,662,900 100 $1,662,401
Gains Investment Corporation 114,752 100 114,752

71 C. S: Aluminium Corporation ~ & iue: . v v 630;000- 7t 98 615,636
> China Steel Global Trading Corpotation CLT 280,000 =100 278,656
China Prosperity Development Corporation 3,542+ 100 3,542
China Steel Security Corporation 18,298 100 18,298
Hi-mag Magnetic Corporation 14,194 <2 50. : -
Info-Champ Systems Corporation 103,398 99 102,591
China Hi-ment Corporation = .. : o1 241,498 0 0 20 - 49,000
China Ecotek Corporation 106,221 36 - 38,335
China Steel Structure Corporation 44818 18 8,031

(Continued)
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Investees’ Investment
Net Income % of Income
(Loss) = Ownership.:- (Loss)

China Steel Chemical Corporation $ 807,122 30 +sH § 248,029
Yieh Loong Enterprises Corporation (YLEC) _ 1,500,000 #- 24 797,297
Goang Yaw Investment Corporation and ~ 7

other two companies 524,803 - 524,803
Taisil Electronic Materials Corporatnon ,_381, 34,9 i 39 133,469
Kuei Yi Industrial Corporation: . .15 1,136,457 w38 397,760
Kaohsiung Rapid Transit Corporatlon ( 71,640) 31 A 22,423)
China Steel Asia Pacific Holdings Ptd. Ltd. 386,162 100“ e 386,162
China Steel Machinery Corporation (G 43, 102) . IOO ( 43,102)
Taiwan Rolling Stock Co., Ltd. 17,5020 27 4,684
China Steel Management Consulting Ccrporation 1,025 38 384
Investment income-net:-. i $5,318.305

The' forecasted mvestment income of YLEC' represents mainly, amomzatlon of the difference
- between the carrying value, .of the investmenss and the Corporatlon s €quity.in the YLEC’s net
L assets.o 2

Income tax

v e
1

Updated forecasted 2003 income:tax is calculate s follows:

.~ Tax.on pretaxincome at st &futoy rate: ("5%) e 3 pwad HONG ,250,
.fDeprccxancn dxffexencp = B v o AT s , A 27 362,455
~Investment income - 8 copa Dot an ot ead 1,411,749)
= Reduction in: capltal pf mvnsteea G RLNT { 537.975)
TN vy e ars amt 9,662,731
Tax on unappropriated earnings ' o 128,797
Investment tax credit oz 2 {100 697.984)
Income tax payable T 79,093,544
Change in deferred income tax 3l e b r{_“ 362.455)

oo i Bt s sanpingshnog salinnog
Income tax payablé is net of prépaid in¢ome tax.

Eamings per share

BRIV N {"»;.:‘;_;'H'\.“; A r-

Followmg is the reconciliation of the numerators and dPnommators used i in calculatmg basic and
diluted eammgs ‘per shares.

i . Denominator
Numerator-Amount it b . s (Thousand
Before Tax After Tax Shares)
2002 .o o et Lo . 2002 P g .
Netincome ~~ " Y820, 695 814 $ 16 839 080 Welghted average oflssue -
Less: Dividends to preferred . g ¢orhmon shares < - YL § 9,267,994
stockholders 82 190 66.874 Add: Retroactive adjustments for

capitalization of retained earnings 184,325
Less: Weighted average of
treasury stocks

—Purchased by the Corporation 150,000
—Held by subsidiaries 98.262
(Continued)
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iy v irgerd Denominator
AN Numerator-Amount (Thousand
AR Before Tax After Tax —_Shares)
SRS S - ) 2002
Basic EPS oE , IS R T SO
Net income belongmgto T T L I T N S
common stockholders $20,613,624  $16,772,206." Y S 9,204,057
Effect bf " potential d1luti\/é shares v ] a . 1 L
14% cumulative Eonvertible R T
prefened stocks™ -, 5 L i 82,190 66,874 i +; Ch B 471762
A 1 RETE 1
Dlluted EPS R Copg T
Net income belonging to \ ' , . . .
comimon stockhiolders and - s _ .
effect of potential dilutive R .
shires . $20695.814 ./ $16.830.08Q i - L L $ 9.251.819
001 2001 - . oy e
Net income o oo 38,406,799, $ 7459 750 Welghted average of issued.. o
i,éss Dmdéﬂdsto Paft o P A i A commdn shares 9,061,168
I preferred stocks:! " < N s ’-??5»;365’?‘-f 5166875 Add2iRetroactive adjustments for B
capitalization of retained earnings 391,149

Less: Weighted average of
treasury stocks

-Purchased by the Corporatlon S 29925
Net income belonging to

common stockholders s S RANR 434008 BIQRTS L L L e e ceesT L 9,422392

<.+ % The number of shares are retroactively adjirsted for the effect of retamed ‘earnings capitalization on
EPS calculation. Thus basic EPS before tax and after tax are decteased from NT$2.29 to NT$2.24
-~ and NT$1.86 to NT$1.82, respectively, for the year ended Deeémber 31; 2002, Basic EPS before
o tax and after tax are decreased from NT$0.90 to NT$0/88 and"NT$0.80 to NT$0.78, respectively,
for the year ended December 3 1, 2001.

.
SLTHS DR ONT 6T T 7S

-‘Balelnce sheet : R

“+3.- Cash and cash equivalents

“+ * As of December 31, 2003, the forecasted balance of cash and cash equivalents will decrease by
$15,209,245 (89%) due to cancellmg bond -issuance. glan of $5 000 000 and the purchase of
short—term investments. .
b. Short-term investmens B RIS
ISR o

'Diie 16 incigade in'cash mflow “the'forecasted” balance of short _e_rm 1n)\lestmpnts wxll increase by
$14,359,482 (92%) as of December 31, 2003. ;

Long-term investments Lt -

As stated under item D.1.d.2), the forecasted mve.stment income under the equity method will be
$5,318,305, and the Corporatnon will implement the additional investments of $5 510,313.  The

Bt movement of these mvestment is expected as follows
I

-17-



Balance, beginning of year CEEE Y 635,530,286

~Additional investments .. . i ca gt g 5,510,313
Cash leldqnds : ot e . ( 1,638,771)

Investmenit income under the ecuxty method et P LY TR syt 5,318,305
Disposal of investments ‘ E e ( 5,721)

Reversal of investees’ unrealized loss on long-term, mvesqnent§ T 29,896
Cumulative translation adjustments of long-term investments S ( 127,975)

. Reverszl of investees’ unrecognized net;loss on pension-€st | -, ¢ ;- sy 49
oy AdJustmenfs of equity in investees due to change in perccntage of oyvnershjp I | 50,239)

Cash dmdends recewed by subsxdlarlcs i g e e e 128,858

D:onsal of ¢ the Corporatiop’s shares held by subsxdnarles P 125,463

P Balanr‘e, end ofyear . ) 44,822,464

d. Bonds payable

plans remain the same as original forecast.
T g« hEodab lyriry o2

Appropnatlon of retained earninzs = Ty

.v}:«r. ) =5

In June 2003 the Corporatlon s stockholders rheéflng approved the 2002 earnings appropriation,
aid 0t whichi was propascd by the-Board-of Directors’in’ ‘March 2003, Cash dividends to'both preferred
(D .. and-comimon stockhclders aré $T4-per shaﬁe‘ le stock dividends to both pitizited and’ common

. stockho_lder; are $0.15 per sh; The appropnat n of retained earnings is as fol!ows
-v"}’v" K P R | _N.: ————— :.',k;., AT

Legal resetve

gEos EISTNE :i’«zv':r$ .151},,6;83,908
Cash dividends == T R
i v r o ComMONSOCK - e v enr an s yin T g £ atansn svitnd ol 2,975,148
’ T T prefemed stock T T T 66,867
Stock dividends
Common stock Y0 i1l 390,194
Preferred sroc,g T A S TR 8 R GRS P teihe ang 1,164
Compensation to dxrectors and superwsors . S 44,589
Bonus to employees SR GARG 2 iy i agg i 445,800
sV e Y sl pensder Lulaasio! e 916,613,760
f.  Treasury stock sy sanme gn o nn Ay pilr el mrnaTy HERORCLE ST
Thousand Shares e . _End of Year
Beginning Thousand
R Purpose of Year Increase  Decrease Shares Amount
1. Shares acquired for
transfer to employees 150,000 - 149,964 36 3 516
2. Shares acquired and held :
by subsidiaries 96.810 1.383 4,940 93.253 1.271.726

246,810 1,383 154,904 93280 $1.272.242
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1. Transfer to employees

ol Srifle e

The Corporation acquired its common stock for transfer to €émployees. ™ The 149,964 thousand

oy shares has been transferred to employees, in January 2003, resultmg m a decrease in capital
2 surplus of $82,614 and retained eamniftg¥ of $£4, 863 K e
- o R

2. Shares acquired é.nd held by su‘bSIdla“n'esf R B

U G (T Fhle by ey NG .!u'»':-ia,,; N

As of January 1, 2003, thie - Corporatlon s ‘shargs acqunréd ard- hetd by subsidiaries were
accountéd for 45 trehsuiy stocks ri ecbrded as long-term or'shoft-térm’investments by investees)
amounting to 96,810 thousand shares, ‘Shares' s0ld by subsxdranes it*2003 dmounted to 4,940
thousand shares (proceeds of $125,463“which résulted iti a gain‘on d1§posa1 of treasury stock of
$57,124 including in capital surplus), while no further sales are expected in the fourth quarter.
The market value for shares held by sub51d1ar1es are expected to be $2,495; 441 as of December

31, 2003. o
E UPDATED FORECASTED QUARTERLY S o A
“YOPERATING RESULTS FOR2003 7 0% w7 " fue oo aw oo o
dad Tl e Sec T HnRI ad
Actoal , Updated Forecasted
1st 2ndit -t 3rd 4th ¢ -
Quarter Quarter Quarter Ouarter Total

. . cag.- .
s34} .\.} ANEEER f.,‘q.’l'xu; PO B F M

2o Revenues, Ry

Sy lnrAura ETeaTa e

x’) 4 ,'$30 426744 833,114, 662,\3 33&86,668, $ 32, 334 7,44 $ 128,562,818

e GOst of Fevenyes , 13_,1;‘@0,1055 20.4613260, -, 21,842,080 .. 20,474,407 _ 82.627.853
Gross o 27 1 2 s &_L_b,&@ s__ug;,_ﬁ 811804588 ;_;.S.Jmm_g_, 545,934,965
BUTE (Gr(;ss profit ratios 35% 36% 35% ) 36%
< Tncome before income tax $10,765,016 § 11,507,707 M 074442 $ 45,000,000
14 R -
‘ : r‘)-.l.h,v..;_l"i
F.!'SENSITIVE ANALYSIS OF THE UPDATED FORECASTED Avars e T
R FINANCIAL STATEMENTS FOR 2003 (OCTOBER TO DECEMBER) BRI
ki g"uuUJ’( 21 D 0 L sar It
PN Changes in foreign exchange rate . EERIRE pe ke b

* ‘Updated forecasted exchange rate of New Taiwan Dollars against U.S. Dollars: US$1=NT$34

Amounts expected to be affected by the change in exchange rate: RN
Revenues (export s&les; Vonpoumy dOD N vadiynnot ] gorhee css s edt at el “USST 214,607,412
Costs of imported raw materials and supplies ' ( 275,036,130)
w7 Other operating expenses . .- .. of el ( 919.516)
i At 298
T R Cert o ootaio Lo Lot (USS  61,348.234)
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il

Effect of fluctuations on exchange rate:

"% Appreciation

¥ (Depreciatien) of

New Taiwan
Dellars. -

Effect of eha“nges in unit selling price: -
Incredse (Decrease) S
in Unit
Selling Price
o
1%) |

Effect of changes in sales quantities:

Increase (Decrease)
’ m Sates ()uantitles“”r

P PR TR N

ey \. N .
vi 10',..‘} P

: ’r(.L . I%)

d. Updated changes in cost of raw materials:

Estxmated cost of raw matenals for 2003 (October_»to _Dccember)

ek
»-; Wity

I fae PR S A

Effect of changes in cost of raw materials:

Increase (Décrease)
in Cost of
Raw Materials

1%
( 1%)

Est:ma ed,sales quantltxes for 2003 (Oc’ober to De\,emb"r) : 2 510 500 tons

LIS ENE L O A

Increase (Decrease)
in Income Before
Income Tax

3 20,858
(@ 20’858)

S v

Incrgase (Decrease)
I_FRévenues

RV

"1 $514,666
. .(‘\314 656)

T $4 596 per ton

3] i!;""" ""“r

($10.311,618

S | ‘f_“__"]:i"cf'r"e::ise"tDecrease)
' “"in Cast of
Revenues
$103,116
( 103,116)
-20-
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G. ACHIEVEMENT OF 2002 FORECAST: B R P 5
aiy asn . - Achievement
;*.; y,‘v :-‘;J" On
a5 i wa Reupdated
L e Forecast et Forecast
T Actual Original Updated Réﬁbﬂét‘ed ] (%)
o ,Re,venues $99,939.846  $81,075,902  $89,914,152 $97 840 171 102
" Cost of revenues 75.111.810 72,265,305 71,701,937 74, 775 365 100
Gross profit 24,828,036 8,810,597 ... 18,212,215 , 23.064,806. 108
Operating expense 4,454,420 4300211 _ 4578364 4578364 ' 97
Income from operations > 20,373, 616 4,5]0,386 13,633,851 18,486,442 .. 110
Non-operating income 3,488,827 3,134,335 2 416 720 3, 034 698 115
Non-operating expenses , __3.166.629 . . 3,144,721 3,050,571 = . 3,021,140 .. ., 105
Income before income tax 20,695,814 4,500,000 13,000,000 18,500,000 112
Income tax 3.856.734 330,295 1.890.526 2,482760. . 155
Net income $16,839.080 $ 4,169,705 $11.109474 § 16,017,240 .« 105
o awinstd sigars | g
‘ )~ faSlgEﬁ y b i 2
e SRR B re tax NT$ 2290 NTS 049 NT$ 143 NT§ ~ 203 " 112
a: o vAfter tax NTS 186 NIS 045 NI$ 122 NT$. 177 105

TAGA LTS o

*“The 2002 original forecasted financial statements was published on December 14, 2001. Due to the
changes in assumptions and circumstances, the 2002 forecgsted fi nag,cnal statements were updated and
reupdated on June 20 and August 28, 2002, respectively.

g g@E rgdiessoQ ot oz 00T e wrong ety sesy s Beinrasa
The reason and 1mpact for twice updates

A3 o 2w R U agnnns 1 a0
a. Reason:

lfJJ.I 353 . iJL Baih] "'

o The chpnges in the basic assumptlons for the revenues, cost of revenues and non- op,eramqg income are
-t “'mam'ly resulting from the nsmg in the demand of international steel ma’frket the iricfease in product

o - .prices and quantities and the increase in investment income under equity method. Consequently, the.

.- i'updated and reupdated gross profit and income before income tax increased substantxally, as compared
" with the original forecast and updated forecast, respectively.

gty et T e 0T i ennner v watile
b. Impact amount:

R R e NI W ¢l :
1} Updated forecast: The gr}oss ?)ro it and (mcome before n;come tax mcreased by 9 401 618 ( 107%)
and 8,500,000 (189%), respectively.

SR v o wan s T -

-2) Reupdated forecast: The gross profit and income before income tax. 1;1;reased by 34,852, 591 (27%)
_and 5,500,000 (42%), respectively.

‘.-; ey P §
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Revenues

Cost of revenues

Gross profit

Operating expense
Income from operations
Non-operating income
Non-operating expenses
Income before income tax
Tax

Net income
Basic EPS

Before Tax
After Tax

-22.

H. ACHIEVEMENT OF 2003 UPDATED FORECAST AS OF SEPTEMBER 30, 2003:

Nine Months
Ended 2003
September Updated Achievement
30,2003 Forecast (%)
$ 96,228,074 $128,562,818 75
62,153.446 - 82,627,853 75
34,074,628 45,934,965 74
3.865,700 5,148,000 75
30,208,928 40,786,965 74
5,241,872 6,197,235 85
1,525,242 1,984,200 77
33,925,558 45,000,000 75
6,276,306 8,731.089 72
$ 27649252 § 36,268,911 76
NTS 362 NIS 4.80 75
NTS 295 NT$ 3.87 76




